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ARGUMENT
OF

J OHN N. PURVIANCE
Before the Judiciary Committee of the Senate, on the 6th and 7th February, 1852,
m the case of the Commonwealth against the bank of Pennsylvania.
GEJ\TLEMEN:- I shall proceed to state the facts in reference to the claim of the
Commonwealth against the bank of Pennsylvania with as much brevity as the
nature and importance of the claim admit of. To enter fully into the merits of the
claim, and to present all the grounds upon which it might be justly urged, would be
no light task, and would require a very elaborate examination, and more time than
I have found it in my power to devote to the subject.
T he claim which the Commonwealth has against the bank amounts to fifty-one
thousand and sixty eight dollars and seventy-five cents, and is for tax upon dividends
J.eclared by the bank since the passage of the act of 11th April, 1848. For this
amount the Auditor General and State Treasurer settled an account, charging the
same to the bank on the 15th April, 1851. From this settlement and adjudication
by the accountant officers of the State, the bank, on the sixth day of May, 1851,
a ppealed to the Court of Common Pleas of Dauphin county, where the issues have
been joined and the cause is ready for trial.
The 3d section of the act of 11th April, 1848, taxing this bank (pamphlet laws,
512), provides "That all banks of this Commonwealth whose chaners have been
extended or renewed, or whose charters shall hereafter be extended or renewed, are
hereby made subject to the graduated tax upon dividends, provided for by the acr
relating to banks, passed April 1st, one thousand eight hundred and thirty-five,
except in cases where there is an express exemption in the act extending or renewing
such charter." This act subjects the bank of Pennsylvania to the graduated tax
upon bank dividends, imposed by the act of 1st of April, 1835, and to the increased
·
dividend tax which subsequent enactments impo~e.
Whilst it is clear that the bank of Pennsylvania is made subject to taxation by the
letter of this act, it is alleged by the bank that it was not the intention that it should
be included, because of prior exemption and the services rendered by the bank, in
taking loans, and as agent of the Commonwealth in the transfer of stocks, &c., and
that the act of 1848 is unconstitutional. There is nothing in this act, nor in any of
the prior enactments, from which it may be inferred, after a full consideration of all
the facts, which would warrant the conclusion that it was not intended by the act of
11th April, 1848, to include the bank of Pennsylvania as subject to its provisions.
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This bank is one of the oldest institutions of the State, and was first charte rrd on
the 3tJth March, 1798, for 20 years. By this charter, in addition to the ordinary
banking privileges g ranted by it, the bank was authorized to establish branches a t
s undry places named in the act, and was made the deposite bank for such State
funds as were lying inactive. 'fhc charter was granted without requiring the pay•
ment of any bonus \\"hatever, either direct or in the shape of tax upon her capital
stock or dividends. The capital stock was fixed by this and subsequent enactments,
at $ 2,500,000. Of this sum the State took and owned $1,500,000, or three-fifth~
of the whole capital stock.
On the 14th F ebruary, 1810, the charter was renewed and continued, with certain
slight modifications for the benefit of the bank, for a period of twenty years from the
4th of March, 1813. By the act of 13th March, 1830, the charter was again renewed,
e xtended and continued in force for twenty-five years, or until the 4th of March,
1858. No bonus was required at either period of renewal, nor was the bank subjected to any taxation whatever. T he State still held $1,500,000 of the capital
stock, and continued to hold it until in Sept!lmber and October, 1843, when the same
was sold. Of this sale I shall speak more fully hereafter.
The legislation of the State, shows that the bank of Pennsylvania has been highly
fuored. By her first charter, grahted in 1793, she was made the deposite bank.
This was advantagous in more than one point of view; besides giving it an increased
c redit with the business community, as an assistant financial agent of the Commonwealth, she had the profits of the deposits, so far as they were used in her business
transactions. \ Vhen re-cha rtered in 18 10, none of the privileges, granted by the
first charter, were abridged, or changed, except in some unimportant respects, which
experience had suggested as better calculated to facilitate the business operations of
the bank. By the charter of 1830, we find a still more liberal spirit manifested for
this bank. Provisions a re contained in the charter highly beneficial, and such as
were not granted to the banks generally.
The first section renews and continues the charter, in general terms, as it existed
under the prior act, but grants it for a longer period of time, to wit :-for twentytive years. It is worthy of note that banks chartered about the same time, in 1831),
and 1831, were chartered ouly for the period of ten years. Mechanic's bank, Farme r's bank of Reading, Commercial bank of P e nnsylvania, Lebanon bank, Northern
Liberties, and Brownsville, nre ol this class.
It is provided by the second section, that the bank shall be managed by sixteen
d istricts; four of whom shall be elected by the Senate and House, and twelve by
the stockholders; thus the management was confided to the stock-holders other than
the State, although the Commonwealth owned three-fifths of the capital stock.
The fifth section authorizes the bank to buy the stock owned by the State. Having the management of the affairs of the bank, and consequently, the power to dep rticiate the stock, the control of the sale and the price depended, at least in some
measure, upon the action of the institution.
Hy the se,•enth section she was made the deposite bank for internal i mprovement
purposes.
By the eighth section she was required to loan to the Commonwealth "a sum or
sums of money , in the whole not exceeding $4,000,000 00, at a premium of firn
and one-half per cen•.um," to be paid in monthly instalments. For this loan the
Governor was authorized to issue negotiable certificates of stock, setting forth that
they pertain to the canal loan, bearing an interest of five per contum per annum,
payable half yearly at the ba nk of P en nsylvania. This stock was made transfera ble on the books of the Auditor General, or at the bank of Pennsylvania, and was
made payable before the foul'lll of March, 1858.
The ninth section requires the bank to make a further loan to the Commonwealth
nt par of $3,000,000, at an interest of five per cent. annually, but as the Commonwealth could, and did obtain loans, at a premium of six per cent. in 1 831, it
was not required to be taken by the bank.
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The e.levenlh section transfers all the business and duties of the commissioner of
loans to the bank of Pennsylvania, no compensation to be allowed, fixes the time
within which the bank shall signify its acceptance of the charter.
The twelfth section prohibits the bank from establishing more branches without
the consent of the Legislature.
As to bonuses for charters, it will be seen by reference to the charters of several
banks, that large bonuses were required. The Philadelphia bank, with a capital stock of less than $2,000,000 was required by the fifth section of the act 1ncorporating it, passed 5th March, 1804 (Smith's laws, vol. 4. 155), to pay one hundred and thirty-five thousand dollars, as a gratuity for its charter The Farmers' and
Mechanics' bank, chartered by the act of sixteenth March, 1809, whose capital stock
did not exceed one million two hundred and fifty thousand dollars, was required to
pay a bonus of seventy-five thousand dollars. (Smith's laws, vol. 5, page 25.) The
bank of North America, with a capital of one million dollars, was required to pay a
bonus of one hundred and twenty thousand dollars; re-chartered twenty-eighth March,
1814. (Smith's laws, vol. 6, page 219.) The Philadelphia bank, notwithstanding
the large bonus paid for its charter, was made subject to a tax on its dividends in
1839, and the Farmers' and Mechanics' bank was, also, subjected to a dividend tax
by the act of eleventh April, 1848. The bank of North America was re-chartered
in 1825, and then, and since, subjected to a dividend tax. All the banks chartered
by the act of twenty-fifth March, 1824, twenty-two in number, were chartered under
a requirement to make a loan to the State, bearing interest at five per cent. annually
in amount equal to five per cent. of the capital stock, respectively, and were chartert\d under a certain fixed rate of taxation upon their dividends, yet these banks,
were, by subseque~t legislation, required to pay a higher.rate of tax upon dividends,
though some questioned the power of the Legislature to mcrease the tax beyond that
fi xed in the charter, until its expiration. Upon this subject I shall speak more fully
when I refer to the case of the Providence bank vs. Billings, et al. in 4th Peters, and
Comonwealth vs. Easton bank, in 10th Pennsylvania State reports; the Easton bank
was one of the twenty-two chartered in 1824,
I shall now refer to the several acts which imposed a tax upon the dividends of
banks . 'fhe first act was passed the twenty-iirst March, 1813 (6 Smith's laws, 165).
By this act there was an uniform dividend tax of six per cent. This act was continued in force until the twenty-fifth March, 1824, (Pamph. laws, 59), when an act
was passed increasing the dividend tax from six to eight per cent. On the first
April, 1835 (Pamph. laws, 99), another act was passed, in lieu of the act of 1S~l4,
which graduated and increased the tax, proportionately, from eight to eleven per cent.
Under this act the banks continued to pay until it was suppliecl by the act of fifteenth
March, 1849 (Pamph. laws, 168), when the dividend tax was further increased from
eight to thirty per cent., according to the amount of dividends. The twenty-first
section of the act of sixteenth April, 1850 (P. L., 486), re-enacts the seventh section
of the act of fifteenth March, 1849, with slight changes,- seventeen per cent instead
of six, and twenty-five per cent. instead of twenty, being the only alterations as to
banks. The act of eleventh June, 1840 (Pamph. laws, 612), imposed a tax upon
the capital stock of all banks, proportionate to their dividends. This tax, called
"corporation tax," the banks were required to pay in addition to the tu upon their
dividends.
It will be recollected that this institation was not made subject to the dividend tax
imposed by the acts of 1813, 1824, and 1835, and never made subject to a dividend
tax until by the act of the 11th April, 1848. This bank, then, was exempted a
period of thirty-five years, and during that time, and since her charter of 1793, she
acted as the financial agent of the government, and had possession of the moneys of
the State. It is not in my power to make any accurate estimate of the benefits
which the bank may have derived as the deposite bank of the loans contracted for
the purpose of constructing our railroads and canals, and State moneys received from
other sources. It was certainly advanwgeous in many respects. She was thu3
enabled to pllt into circulation large amounts of her own paper, much of which,
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perhaps, did not return to her counter for years. Besides this bank had the extra•
or<iinnry privileg_e, ~y the actS of 1793 a1;1d 1810, of establi~hing branches, and exereised it by estabhshtng a branch at Jteading, Easton, Harrisburg, and Lancaster.
The stock owned by the State in this bank was sold i11 September and OctolJcr,
1 43, for ~607,753 75, by which a loss to the Commonwealth was sustained of
$802.240 25. l t is known that the bank bought to the amount of $G-1 , '00, for
which it paid but S280,60G ; perhaps through agents she may have purchased
more. She had the means to buy and the power to depreciate, and without intimating that she acted otherwise than in good faith towards the Commonwealth, it is
sufficient for our purpose to show that she made no small speculation by the operation to take away, at least in some measure, any just claim now set up by the bank
to be released upon equitable grounds. Certain it is, that the State lost nearly onii
million of dollars by the sale of her stocks in this bank.
Until the act of April, 1848, there was no enactment which subjected the bank of
Pennsylvania to a tax upon its dividends. It is not difficult to understand why lhc
actS of 1813, 182-! and 1835 were not made applicable to the bank of Pennsylvania.
·when these several acts were passed, the State owned three-fifths of the entirii
capital stock of the bank ; and it was not, therefore, tho interest of the State to tax
an institution in which she had so large an interest; nor would it have been regarded
good policy, if expedient and just, to have imposed a partial tax upon the capital
stock, discriminating against those 1Yho had invested their means with the State.
The State, too, was represented by a minority in the board of directors. But when
the Commonwealth sold the stock which she held in the bank, in September and
October, 1843, what reason then existed co exempt the bank of Pennsylvania from
burthens which were cast upon all other banks of the State?
It is alleged that this bank paid bonuses in the shape of loans, and performed
certain duties as agent of the Commonwealth in the transfer of stocks, which should
entitle her to exemption from any tax whatever upon her dividends ; and the loan
of four millions required by her charter of l 830, and the premium thereon of 5! per
cent, are mainly relied upon as the equitable ground to exempt her from taxation.
As to this loan, it may be regarded as taken by the bank as agent of the Commonwealth, and as it was soon disposed of, it is quite probable she made money by the
operation. Certain it is, there was great competition the ye11,r following to take the
loans, and at l1igher premiums. :\!any of them were voluntarily taken by the bank
of Pennsylvania under bi<ls of a peculiar character, and so as to secure them in lhe
event of a higher premium being oflered by individuals, or other institutions. The
mode of bitltling by the bank was this. lL would propose to take a loan authorized
by a certain act of Assembly, at a specific premium for a portion of the loan, a certain
premium for another portion of it, and so on, thus fixing a definite per centum of
premium at which it would take the loan, and to give certainty to an acceptance of
the bid the bank would, in the same written proposal, propose to take·thc loan at au
amount of premium higher, as might h.ave been suppo:;ed, than any other bid, tbm,
securing it under all circumstances, with the advamag~ of an acceptance of the bid
as specifically stated, if there were no highe"r bids. As an instance of its mode of
bidding, the five per cent. loan of S:2,3-!8,fiS0, autboriied by the act of 30th :\-larch,
1832, which was all taken by the bank of Pennsylvania at a premium of $1-! 08, or
S114 08 for every one hundred dollars of stock. The bids submitted by the bank,
under date of first .May, 1S5:.!, were conditional as follows:
"lsl. For the whole stock the bank will pay $112 58 in money, for every S10()
of stock. Or 2d. Should the above bid be rejected because of a better bid, or better
IJids, from other responsihle sources, then the bank offers to pay $113 28, in money,
lor every IHOO in stock. Or 3d. Should both of the above bids be rejected, because
of a better bid, or better bids, from other responsible sources, then the bank to pay
$1_13 68, in money, for every Sl00 in stock. Or 4th. Should all the above bids be
reiected, because of a bettcr bid, or Lids, from other responsible sources, then the
han~ offers to pay Sll4 u~. in monl'Y• for every SlUO in stock.
.'.So one of the above offers is intended to apply for a less sum than the whole loan
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l'lt $2.34 i-:,080.''. This bid was accepted. See Senate Journal, Vol. 2, pnge 5, 6, ses-

1 32 and '33.
There were many bidders for this loan, showing competition and anxiety to tako it,
;ind 1.hat the credit of the State was then good. Among others, Prime, 1-\' ard, King.&.
Co., in their letter of twenty-eighth. April, 1832, bid, specifically and unconditionally.
for the whole loan at $114 Oi:i, for every SlOO of stock,and were anxious to take the
loan. Mnny others bid for this loan, as will be seen by the Senate Journal referred
to. This may answt>r the argument that the Commonwealth had difficulty in obtainin"' Joans. The five per cent lonn of $2,437,161 06, authorized by the net of twemyfir;t March, 1831, was voluntarily taken by the bank of Pennsylvania, at a rate of
premium of six per ct>nt. Seo House Journal of 1 51, page 15 , 2d Vol.
In 182!), many of the banks took the temporary loan authorized by the act of
twenty-second April, 1829. 'l'he ban le of Pennsylvania took of this loan two huuJred and twenty-five thousand dollars at the rate of five per cent. per annum, under
the condition required by the bank, that "the whole amount shall be taken by the
State T reasurer in ~mall notes of this bani<, to be paid out and circulated on the lines
of canals now in progre5s." Senate Journal, Vol. 2, page 68, session 1829 and '30.
.My purpose was to show that there was no equity arising out of the taking of
loans by the bank. such as is now set up as a reason for discharging it from the tax
imposed upon dividends by the third section of the act of eleventh April, 184B. The
loans were eagerly sought after as beneficial to the interests of the bank, and upon
that ground, we feel authorized in saying, were taken and, therefore, ought not to be
regarded as equivalent to, or in lieu of a bonus. But even if so regarded, the cases
to which I have already referred, of P rovidence bank vs. Billings and Pitman, in -l
Peters, and the case of the Commonwealth vs. the Easten bank, reported in 10th
Barr, settle the question as to the power of the Legislature tqimpose the tax in ques~:on, or to increase a tax specified in a charter, although a bonus may have been paid
for the charter, unless there is a positive declaration relinquishing the right of taxa'\.
tion, for otherwise such right always exists.
In the case first referred to, the Providence bank claimed exemption from the tax ,
act passed by the Legislature of Rhode Island, in 1822, upon the ground that its
charter was granted prior to the enactment, and without reservation to impose a ta\'.
upon the institution, or its profits. •rhis was the question raised, and in the opinion
delivered by chief justice Marshall, he says "'rho power of taxing moneyed corporations has been frequently exercised; and has never before, so far as is know11,
been resisted. That the taxing power is of vital importance, that it is essential trJ
the existence of government, are truths which it cannot be necessary to re-affirm.
They are acknowledged and asst>rted by all. It would seem that the relinquishment
of such a power is never to be assumed. We will not say that a State may not relinquish it; that a consideration sufficiently valuable to induce a partial release of it
rnay not exist; but as the whole community is interested in retaining it undiminished,
that community has a right to insist that its abandonment ought not to be presumetl,
i n a case in which the deliberate purpose of the State to abandon it docs not appear."
And further the chief justice remarks: " 1'he great object of an incorporation is to
bestow the charact~r and r>roperties of i_ndi\•iduality on a collective,
changing
body of men. This capacity 1salways given to such a body. Any pr1vtlegeswhich
may exempt it from the burdl'ns common to individuals, do not flow necessarily from
the charter, but must be expressed in it, or they do not exist. Land, for example,
has in many, perhaps, all the States, been granted by government since the adoption
of the constitution. This grant is a contract, the object of which is that the profits
issuing from it shall t>nure to the benefit of the grantee. Yet the power of taxation
ina y be carried so far as to absorb these profits.
We must look for the exemption in the language of the instrument; and if we
do not find it there. it would be going very far to insert it by ·construction. The
power of legislation, and consequently of taxation, operates on all the persons and
property belonging to the body politic. This is an original principle, which has
its foundation in society it~elf. It is granted by all, for the benefit of all. I t resides
~100
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m government as a. part of itself, and need not be reserved when property o( any
description, or the right to use it in any manner, is granted to indh•iduals or corpo•
e rate bodies."
"' The case of the Commonwealth vs. the Ea1,ton bank, in 10th Pennsylvania State
Reports, is in accordance with the same principle. Judge Bell, who delivers the
opinion of the court in answer to the constitutional question raised by the Easton
bank, that the act taxing bank dividends, passed 1st April, 1835, was not applicable
to the Easton bank, as the charter of that institution, granted by the act of March,
1824, had not then expired, says " This question has frequently engaged the auention of some of the highest judicial tribunals of the country,and all concur in conceding this power to the Legislature, unless indeed it be relinquished, either expressly
or by necessary implication in the charter itself, or by some subsequent legislation."
And further remarks : "As evidencing an agreement upn the part of the State, not
to lay any further excise or duty upon the business of the bank, during the continuance of its charter, we are pointed to the 1st section of the act of 182-1, which is said
to have prescribed the conditions on which the chnrLcrs were granted . But it is
obvious to even careless observation, that the conditions pointed to, and which follow
in the succeeding sections, were intended as restraints upon the banks, to limit their
power, and to prescribe the mode in which their business should be conducted; and
not as pacts by which the government undertook to relinquish any power inherent
in it, or to confer immunities beyond those expressly given. The 24th article, upon
which stress is laid, is nothing more than a simple declaration of the tax then to be
paid by these institutions, and we then look in vain for the slightest intimation of an
agreement, or even understanding between the parties, that this tax should not be
increased during the existence of the charter. To deduce from premises so insuffi.
cient a consequence of such magnitude, would indeed be a gross violation of the
wholesome principle, diat an abandonment of the power of taxation is only to be
established by clearly showing this to have been the deliberate purpose of the State."
e Judge then, aa a manifestation of such a purpose, quotes the language used in
e act of 15th of April, 1835, re-chartering the Mechanics' bank of Philadelphia,
wherein, in consideration of the payment of $100,000, it was provided that "said
bank shall be free from any tax or charge whatever, during the continuance of this
charter." I t is not pretended that there is anything similar in any of the acts chartering the bank of Pennsylvania. The tax, therefore, to which she is subjected by
the act of 11th April, 1848, is equitable and constitutional. It will be noted, too,
that the facts in the case of the Commonwealth vs. the Easton bank, are stronger upon
which to claim an exemption from the increase tax imposed upon her dividends by
the act of 1835, than are those of the bank of P ennsylvania; for the Easton bank
was not only required to make a loan to the Commonwealth to the amount of one•
fifth of her capital paid in, but, by her charter, a certain rate of tax upon her dividends was fixed, yet the increase tax on dividends, lo wit: 11 per cent. instead of 8,
imposed by an act passed prior to the expiration of her charter, was required to be
paid by the ~ecisio~ referred to. _This bnnk sought no legislation to release her from
. it, and has smce paid the amount mto the State treasury.
It will be found upon examination of the case of Gordon vs. Appeal Tax Court, re•
ported in 3d Howard, U. S. Reports, page 133, and on that the tax act, imposing a
tax upon sundry of the banks of Maryland, was a clear infraction of the express
term.s of the net granting the charters to the banks, and hence the supreme court
decided that the tax act was a violation of the terms upon which the charters were
granted and accepted, and therefore void. This was certainly a sound decision, as
the 11th section of the act under which the Maryland banks accepted their charters
was as follows: "That upon any of the aforesaid banks accepting of nod complying
with the terms and conditions of this act, the faith of the State is hereby pledged not
to impose any further tax or burthen upon them during the continuance of their
charters under this act ; and in case of the acceptance of and compliance with the
provisions of this act by the several banks hereby required to make the aforementioned road, tb.e faith of the State is further pledged, to the aforesaid banks in the
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city of Baltimore, not to grant a charter of incorporation to any other banking institution to be established in the city or precincts of Balti'more before the 1st day of
January, 1845." Here we have an unequivocal legislative declaration of exemption
from "any further tax or burthen upon them during the continuance of their charters." This case is referred to by Judge Mallery as authority in the case of the tax
imposed upon the bank of Pennsylvania. It is certainly not perceived that it can
11ave any application to the case in question, as no exemption whatever exists in the
charter of the bank of Pennsylvania. This decision, then, conflicts in nowise with
the principles ruled in the cases in 4th Peters' and 10th Pennsylvania State Reports.
'l'hc loan, then, or premium upon it, cannot in any way effect the right of the Commonwealth to tax this bank.

It will be found that nil, or nearly all, of the banks were subjected to loans or
bonuses, and yet paid the amount of tax upon their dividends required, without
objection.
The Western bank of Philadelphia, with a capital of but $500,000, paid a bonus
of S25,000 in 1832. Manufacturers' and Mechanics' bank, with a capital of $600,000,
paid a bonus, in 1832 and 1836, of $45,000. Merchants' and Manufacturers' bank
of Pittsburg, with a capital of $600,000, paid, for charter granted in 1833, a bonus
of 559,797 89, Exchange bank of Pittsburg, with a capital of 81,000.000, paid a
bonus for her charler,granted in 1836, $61,355 91. Bank of Penn Township, with
a capital of $500,000, paid a bonus of $33,000. Commercial bank of Pennsylvania,
paid a bonus of $20,000.
Many other banks might be referred to as having paid bonuses, and yet all of them.
as well as those mentioned, paid a dividend tax regularly. The only reason, in my
opinion, that the bank of Penn~ylvania was not subjected to the dividend tax acts,
passed prior to 1848, was, that it was neither the interest nor the policy of the State
to tax un institution in which she owned ~1,500,000, or three-fifths of the entire
capital stock. But when this stock was sold, as it was in 1843, there would then
$eem to be no reason, whatever, for exempting this bank to the taxes and burthens
which were imposed on all similar institutions of the State. It will be borne in
mind that this bank has never been subj~cted to a tax upon her dividends, until 1848.
and it is the tax imposed under this act, that she asks to be released from. Now
if this bank had been subjected, as other banks, to the dividend tax, imposed by the
acts of 18 13, 1824 and 1835,she would have been required to pay into the State
Treasury up to 1848, with interest thereon, the sum of at least $450,000. It i.s
stated to be $242,436, but this excludes the increase tax imposed by the act of 1835,
.and is computed from 1880, instead of from 1814. I fix this sum of $450,000
by comparison with the amount of tax on dividends paid by the Commercial bank
of Pennsylvania, whose capital stock was $1,000,000. This bank paid in DecembPr, 1815, S5,235 95, and from December, 1816,toDecember, 1825, $35,560 42.
and from December, 1826, to December, 1830, $16,320, making together 557 ,·
116 37, to which add interest and the amount to 1848, is $144,675 43. To this
sum add e~timated amount, under the act act of 1835, 575,000 and amount from
1830 to 1848, to wit: $242,436. and you have an aggregate amount, $462,111 4:3.
If to this be added a bonus equal to that paid by the Bank of North America (whose
capital was ~ll,000,000), to wit: $120,000 with interest from twenty-eighth
March, 1814, the date of its charter, to 1848, amounting to $244,800, and vou
have an aggregate of $826,911 43.
·
That the loan of $4,000,000, or the premium upon it could not have been regarded as a bonus at the time the charter was gran~ed, appears by tbe speeches of two
leading gentlemen, members of the House of Representatives, at the time the charter
was granted, one of them, a zealous and acti1•e friend of the Internal Improvement
,system, the other oppo~ed to the system. I refer to the Hon. Garrick Mallery and
Hon. Frederick Smith. Their speeches on the occa~ion, deli,•ered in 1830, asappears by Hazard's Register of P ennsylvania, vol. 5, page 82,show that there were
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various propositions before the Rouse, as to the best mode of raising money ; one
was to send an agent to E urope for that purpose, another that all the banks should
make the Joan, another that the bank of Pennsylvania, alone, should be required to
take the loan. 'l'his latter was supported by Judge Mallery, and among other rea:ions given, one was that if there should be any profit derived from the loan, the Commonwealth should share in it, and would, if given to the bank of Pennsylvania, in
proportion to her capital in that institution. His own words are; " In re-chartering
the bank of Pennsylvania, the value of the State stor,k in that bank is enhanced;
ns price depending upon the legal existence of the institution. If the bank shall
dispose of the loan at a profit, three-fifths of that profit come5 to the Commonwealth,
regulated by her interest in the bank. If o~her banks take the loan and sell at a
profit, the State receives nothing. It is not contemplated by any other banks to hold
tl:ic stock. Their object is to sell. It is required to be negotiable; grant their char•ers. let them talcc the loan, and what will be the consequence? They cannot keep it.
t~l'?Y will sell, as sell they must; and it they sell at a loss, the Joss will be regarded
,ts the bonus paid for their charters. T he p rice of the State stock may be reduced.
::ind the Commonwealth, in her future operations, must take measures to raise i~
n!ue, or submit to a sale at t he depreciated price." H ere then we have it pretty
,·,early stated by Judge Mallery himself, that at the time the charter was granted the
¥"Ur million loan, or the premium upon it, was not then regarded as n bonus. If
in,en to other banks of the State, and there should be a loss sustained, that loss, and
not the loan itself, might be regarded as a bonus.
Mr. Smith, who replies (see page 83 of same book), says: "ls it proper to rerh:mer the bank on the terms proposed? It appears to me it is not. The State
holds $1,500,000 of the capital stock, and the stock-holders $1,000,000. What
t::en are the stock-holders giving for the privilege of using th.is capital for banking
purposes 1 Literally nothing. 'l'he State pays the same interest on the loan as is
··ommon in other cases of public loans. Thero is no doubt the loan will be a great
ad vantage to these stock-holders, for the probability is that they will be able to dispose
the stock of the State at an advance, and realize a very handsome profit. Money
raay be had in foreign countries at a low rate of interest, and the bank will be able
to sell all the State stock to great advantage. The other banks of the State have
t''the r paid a heavy bonus for their charters, or are now paying a tax of eight per
rent. on their dividends. The operation of this bill will be to place the stockholder;:.•
of this bank on a better footin!i than those of other banks, and to exempt them from
a tax to which others are subjected. [ T he eight per cent. dividend tax.] This
partial manner of legislation I never will consent to. Look at the immense advannges we are giving to this institution." So Frederick Smith, a distinguished momof the House, spoke on the sixteenth January; 1880, and from these remarks, in
connection,with Judge Mallery's, it cannot be otherwise than apparent to all that the
four million loan was not to be regarded as a bonus. It was believed to be an im.
mense advantage conferred upon t he institution, as placing it upon a better footin{!
than those of other banks, and that the State stock could be sold to great advantage,
:ind that the institution would realize a lta,ulsome profit. Under no circumstances
then can this loan be regarded as a bonus.
The bank of Pennsylvania bas already at a previous session made a pplication to
the legislature for an act exempting it from liability under the dividend tax act o,
18-tS. The memorials presented, and the elaborate and able arguments submitted
by orie of the most eminent ]a\\·yers of the State (His Honor Judge Mallery) at the
last i;ession of the Legislature, failed to satisfy the Judiciary Committee of the Senate
t.hat proper grounds, either equitable or constitutional, existed for releasing the bank.
Subsequently, and soon after the adjournment, the accountant officers of the State,
in the dischal'ge of what they belie1•ed to be their duty, settled an account, charging
tne bank with the amount then due the Commonwealth, to wit: S51,068 75. From
t.h!s settlement and adjudication the bank appealed to the Court of Common Pleas
Dauphin county, where the i$Sues have been joined, and the case is ready for trial

o•
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at the first term. Under these circumstances, and as there is nothing peculiar in
this case to distin~uish it from others, it is believed the legislature will not interfere
to arrest proceedings in the judicial tribunal where the cause is now pending by the
action of the party asking legislation.
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The President, .Directors and Company of the Bank of Pennsylvania, in account
with the Commonwealth of Pennsylvania, Dr.
For tax on bank dividends per 3d section of the act of 11th April, 1848, and 7th
section of the act of 15th March, 1849, viz:
To 10 per cent. tax on 8125,000, dividends declared J uly,
1848 and January, 1849
$12,500 00
" 10 per cent. tax on Sl50,000, dividends declared July,
1849 and January, 1850
15,000 00
12 per cent. tax on $168,750, dividends declared July,
1850 and January, 1851
20,250 00
- - -$-17,750 00
" Interest on $12,500 from 15th January, 1849 to 15th,
Sl,687 50
April, 1851 •
•
" Interest on 815,000 from 15th January, 1850, to 15th
April, 1851 •
1,125 00
" Interest on $20,250 from 15th January, 1851 to 15th
April, 1851 •
•
506 25
3,318 75
- $51,068 7f,

Due Commonwealth

- --- ----

AUDITOR G,::sERAL's O.rFICE, .llpril 15, 1851.
Settled and entered.
Approved.

JOHN N. PURVIANCE.
TREASURY

OFFICE,

April 15, 1851.

JNO. M. BICKEL.
A un1ToR GurnRAL's Orr1cE,

l

Harrisburg, February i, ] 852 . S
[ L. s. J I do hereby certify that the above is a true copy of the original, on file in
this department. Witness my hand and the seal of office, the day and year aforesaid .
E. BANKS, Auditor General.
Amount due the Commonwealth from the bank of Pennsylvania, as per settlement by
the Auditor General and State Treasurer on the the 15th of
April, 1851 •
- $51,068 75
Estimated amount for the six years from January 1852 to 1858
inclusive, 820,250 each year
- 121,500 00
S172,56

,.)

